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1. EMBASSY HAS ARRANGED EOR DIRECT DISCUSSIONS BETWEEN STUDER 
AND SEC PER REFTEL. PRESUMABLY THE PROPOSALS STUDER WAS TO 
HAVE MADE, AT MUELLER'S REQUEST, THROUGH THE DEPARTMENT OF 
FINANCE ARE BEING DISCUSSED WITH THE SEC. IN THE MEANTIME 

THE EMBASSY HAS RECEIVED THREE DOCUMENTS: A COPY OF A LETTER 
FROM STUDER TO MUELLER, A COPY OF A LETTER FROM THE AUDITORS CURATOR 
TO STUDER, AND A LETTER FROM THE MINISTRY OF FINANCE TO THE 
SEC, SIGNED BY FIVAZ. 

2. OPERATIVE PARAS OP THE LETTER FROM STUDER TO MUELLER 
ARE AS FOLLOWS: QUOTE 

A. IN CONPIRM TO YOU AGAIN THAT AS A CONSEQUENCE THE 
PROGRESS GROUP DOES NOT CONSIDER THE "CONSENT 
AND UNDERTAKING" AS YET EFFECTIVE AS IT HAS ALWAYS 
BEEN UNDERSTOOD THAT CLAUSE VIII ALSO HAS TO BE 
ACCEPTED AND FOLLOWED BY THE ISSUANCE OF A DECREE 
OF THE US DISTRICT COURT EOR THE DISTRICT OF 
COLUMBIA. 

B. I WOULD LIKE TO STRESS AGAIN THAT THE PROGRESS 
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GROUP IS STILL PREPARED TO REACH AN AGREEMENT ALONG 
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THE LINES AS TO WHICH THE PARTIES HAVE AGREED UPON. 

C. FURTHER I WOULD LIKE TO STATE THAT I HAVE ACCEPTED 
MY NOMINATION BY THE DEPARTMENT OF THE INTERIOR AS 

I TRUSTED THAT THE CONSENT WOULD BE ACCEPTED AS SUB- 
MITTED TO ME AND TO THE DEPARTMENT OF THE INTERIOR. 

D. AS REGARDS THE APPOINTMENT OF AN AUDITING COMPANY 
WE SHARE YOUR OPINION THAT ONLY A SWISS DOMICILED 
AUDITING FIRM IS ENTITLED TO PERFORM AUDITS OF THE 
PROGRESS GROUP. UNQUOTE. 

3. OPERATIVE PARAS OF THE LETTER FROM CURATOR TO STUDER STATE 
THAT QUOTE: 

A. THE AUDIT WORK WHICH IS GOING ON NOW, IS BASED ON 
THE ASSIGNMENT GIVEN TO US BY THE OFFICE OF FRORIEP 
& RENGGLI ON FEBRUARY 2, 1976: TO MAKE AN AUDIT 

OF THE FINANCIAL YEAR 1975 OF THE VARIOUS ENTITIES 
BELONGING TO THE "PROGRESS-GROUP" ACCORDING TO SWISS 
AND U.S. STANDARDS. 

B. MOST (ABOUT 80-90 PERCENT) OF THE AUDIT FIELD WORK, 

WHICH IS BEING CARRIED OUT IN LUGANO, HAS NOW BEEN 
COMPLETED. NOT MUCH WORK IS YET COMPLETED REFERRING 
TO THE CLEARANCE OF PENDING ITEMS AND OF THE SUMMARIES 
FOR THE REPORTS. 

AT THIS TIME WE HAVE NOT YET BEGUN OUR EXAMINATION 

OF THE VARIOUS LEGAL AND FISCAL PROBLEMS WHICH ARE PRESENTED. 

C. WE CAN REPORT THAT, AS OF THE DATE OF THIS LETTER, 

ALL RECORDS WHICH WE HAVE REQUIRED FOR THE PURPOSES 

OF OUR AUDIT HAVE BEEN AVAILABLE TO US AND WERE COMPLETE. 
ALSO, AS OF THE DATE OF THIS LETTER, WE HAVE NOTED NO 
INDICATION OF IMPROPER APPLICATION OF FUNDS RECEIVED 
FROM THE INVESTORS IN THE VARIOUS CONTRACTS ADMINISTERED 
BY MONDIAL COMMERCIAL LIMITED. 

D. IN RELATION TO THE ASSETS OF THE ABOVE ENTITIES 
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WE REFER TO OUR AUDIT REPORT DATED NOVEMBER 14, 1975 
RELATING TO THE STATEMENTS OF CASH, GOLD AND INVESTMENT 
BALANCES OF THE ENTITIES AS OF SEPTEMBER 30, 1975. 

E. WE ARE USING OUR BEST EFFORTS TO COMPLETE OUR 
AUDIT AND ISSUE OUR AUDIT REPORTS WITHIN THE LEAST 
POSSIBLE DELAY. 

F. THIS REPORT IS ISSUED SOLELY AS A PROGRESS REPORT 
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ON THE CURRENT STANDING OE OUR AUDIT AND NOTHING STATED 
HEREIN SHOULD BE CONSTRUED AS CONSTITUTING AND OPINION 
ON THE FINANCIAL STATEMENTS AS OF DECEMBER 31, 1975 
OE THE ENTITIES SUBMECT TO AUDIT. NOR SHOULD ANYTHING 
STATED IN THIS LETTER BE CONSTRUED TO PREJUDICE THE 
COMPLETION OE OUR AUDIT, OR THE EORM OF THE AUIT 
REPORTS TO BE ISSUED. UNQUOTE 

4. ACCORDING TO AN UNOEEICIAL EMBASSY TRANSLATION , THE 
OPERATIVE PARAS OP THE LETTER FROM FIVAZ TO THE SEC REPER 
TO THE LETTER FROM STUDER TO MUELLER, AND STATE THAT AS 
INDICATED IN THAT LETTER QUOTE THE PROGRESS GROUP STATES, 

THAT WITH REFERENCE TO THE DISAPPROVAL OF THE ACCOUNTABILITY 
CLAUSE (ARTICLE VIII A OF THE CONSENT AND UNDERTAKING) BY 
THE FEDERAL JUDGE FOR THE DISTRICT OF COLUMBIA, IT IS 
STILL UNSETTLED WHETHER THE "CONSENT AND UNDERTAKING" IS 
BINDING. 

FOR OUR PART IT FOLLOWS THAT THE FEDERAL BANKING COMMISSION 
MUST TEMPORARILY WITHHOLD THE PLANNED ORDER, AT LEASE 
AS LONG AS THERE REMAINS A QUESTION WHETHER THE "CONSENT 
AND UNDERTAKING" IS BINDING. UNQUOTE. 

DAVIS 
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